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THE LAND MOVEMENT AND WESTERN 
FINANCE 

BY CHARLES MOBEAU HABGEE 



Not since the notable collapse of land values in the early 
nineties has there come from the interior so striking an in- 
fluence on financial conditions as during the past twelve 
months. Curiously, the former was the result of meagre 
crops and low prices, while the latter has grown out of 
liberal yields and high values for everything the farmer has 
to sell. The former carried in its train a remarkable series 
of political eruptions and involved losses that brought into 
disrepute for a time every sort of investment in the prairie 
States; the latter has been a bankers' problem felt almost 
exclusively in the counting-houses. It has presented a situa- 
tion unforeseen and has included the whole range of the land 
movement, a popular form of speculation from the Alle- 
ghanies to the Pacific coast for a half -decade. 

The outgrowth of prosperity in the West was an eager en- 
thusiasm regarding the future of land values. The farmer 
who came into the beginning of the decade with a 160-acre 
farm worth $4,000, and a slow sale at that, marvelled to see 
the value rise until $12,000 to $16,000 became the price at 
which such properties sold two hundred miles west of the 
Missouri River. It did not come suddenly. The crop yields 
of the years following 1900 did not at once raise land values. 
The farmer with a mortgage used his profits to pay off or 
reduce it and did not consider greatly the selling value of 
his land. When the debts were cared for, the surplus heaped 
up in the banks and the earning capacity of the farm began 
to be manifest. 

Shrewd landowners in Illinois, Iowa and other States 
in the eastern section of the interior saw their opportunity. 
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They sold their farms at $150 to $200 an acre and went 
West. They did not make the journey in a prairie-schooner, 
but in a Pullman car. They went to the older settled sec- 
tions of the prairie States where agriculture had been tried 
out and where the prices for real estate ranged from $50 
to $60 an acre. This, compared with previous values, seem- 
ed to the owners very high and they were eager to sell, but 
the newcomers realized what could be done if the seasons 
remained favorable. Hence, they invested. Many went into 
debt; but for the most part they paid cash, and had some 
money left to place in the banks. This movement continuing 
for five years has been one influence that has swollen the 
bank deposits of the interior and has been responsible for 
the starting of new banks by the hundred. 

These new investors made quick returns, for they sold out 
to others who followed, and the values in each case rose 
higher. One instance is recorded where a farm of 240 acres, 
selling first eight years ago for $5,000 and changing hands 
each twelve months since, has risen in value until the latest 
purchaser paid for it $30,400. The Western settlers did not 
take much part in this speculative movement; they had not 
faith necessary to assume risks. They waited until the 
newcomers from farther East had reaped handsome profits 
and then began to realize what might be accomplished. 

Along with this demand for farm land came, in the spring 
of 1909, the rise in wheat prices. For years the Western 
farmer had been receiving fifty to seventy cents a bushel 
for his grain. In some years he had been compelled to heap 
it on the ground in great open piles because he could not 
secure cars for shipment and the elevators and mill store- 
houses were filled to the eaves. The sudden advance in 
price, growing out of the Chicago " corner " and sustained 
by the abnormal conditions that followed short crops abroad 
and a reduced surplus in the farmers' hands of the country 
was a revelation to the wheat-raisers — and that means much 
to most Western farmers, for practically all are more or 
less partakers in that sort of crop production. Hundreds 
of them kept liberal quantities stored in their bins from the 
last year's yield. When, suddenly, the price went to $1.25 
at primary markets in the interior it seemed a miracle, and 
the farmer at once awoke to the wonderful possibilities that 
lay before him. It is easy to figure out: An acre of wheat 
costs about seven dollars to sow and harvest. Many fields 
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produce as high as thirty bushels to the acre, although the 
average is about fifteen bushels. In the older and better- 
tilled sections the average is nearer twenty to twenty-five 
bushels than the lower figure. Even when wheat dropped 
back to one dollar a bushel, where it remained for a year — 
and that figure is the ideal price from the farmer's point 
of view — there was a clear profit of fifteen dollars an acre on 
every foot of wheat land. That means six per cent, on $250 
an acre, and, though no such figure for farm land was 
reached, there was positive encouragement toward taking 
good chances in buying realty. This was not all. Corn 
went to sixty cents, almost an equally profitable crop in 
good years; cattle rose to nine dollars a hundred pounds; 
hogs to eleven dollars a hundred, and alfalfa, yielding three 
crops to five crops a year, was worth eight dollars a ton. 

This condition was the basis for the land boom — and it 
was so definite and concrete in its possibilities that even 
the most conservative investors yielded to the seductive 
prospect. Not only did the buyers from the farther East 
invest liberally, but the entire prairie region felt the call, 
and there was during the year 1909 a demand for land that 
had been unknown since the days of early pioneer settlement. 

Naturally, from being a cash transaction, the buying of 
land expanded into the mortgaging field, and with money at 
five to six per cent, on farm loans there was a good profit 
in sight, especially as the lure of a quick resale at increased 
price was always present. Three sources furnished the 
funds to handle these transactions : The life-insurance com- 
panies, with their well-systematized loan agencies, that 
placed their assets in immense sums over the agricultural 
States ; the private investors, both of New England and the 
West, who bought their loans from local brokers ; the State 
banks with willingness to place a large part of their surplus 
in realty loans. 

The insurance companies have become a material resource 
for the borrower. Six leading companies make a specialty 
of this kind of investment. One company has $138,000,000 
thus invested ; another has $55,000,000 ; others have smaller 
amounts ; and the total, placed principally in the States be- 
tween the Rocky Mountains and the Eastern Illinois line, is 
over $300,000,000. The detailed reports of the two leading 
companies show these figures for the one group of Western 
States : 
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Alabama $820,000 

Arkansas 477,000 

California 771,000 

Colorado 4,523,000 

Georgia 1,515,000 

Idaho 725,000 

Illinois 27,512,000 

Indiana 11,610,000 

Iowa 22,452,000 

Kansas 11,680,000 

Kentucky 3,339,000 

Louisiana 997,000 

Michigan 3,690,000 

Minnesota 16,397,000 

Mississippi 1,230,000 

Missouri 23,913,000 

Montana 384,000 

Nebraska 11,073,000 

New Mexico 317,000 

North Carolina 143,000 

North Dakota 6,756,000 

Ohio 13,467,000 

Oklahoma 2,676,000 

Oregon 812,000 

Porto Eico 211,000 

South Dakota 6,067,000 

Tennessee 4,460,000 

Texas 4,782,000 

Utah 351,000 

Virginia 65,000 

Washington 5,987,000 

West Virginia 4,000 

Wisconsin 5,549,000 

Total $194,755,000 

A dozen other States have borrowed from these companies 
alone from $300,000 to $5,000,000 each. How much the 
banks and private investors hold is not obtainable, but it 
is probable that, taken as a whole, they have almost an equal 
amount. These loans are not all made in a single year. 
Most of them are for five years with privilege of partial pay- 
ment at the end of any interest period. To finance the land 
deals under the new conditions meant that a greater volume 
of money was needed, for values were higher, also the num- 
ber of applications was greatly increased. Applications 
were made to the agents of the insurance companies; these 
were approved at headquarters and the drafts deposited in 
local banks, payable on a fixed date when the companies 



750 THE NOETH AMEEICAN EEVIEW 

were to pay over the money. As the first of March — the 
West's farm settlement day — approached the applications 
were overtaxed and there came a sudden realization on the 
part of the loan departments of the tremendous volume of 
the land movement. The agents were notified to send no 
more applications for a time. Special investigations were 
made by some companies to ascertain if the values-were not 
exceeding the legitimate figures on which loans should be 
made. Eestrictions as to appraisals and the amounts to be 
loaned per acre under any conditions were imposed. It was 
all an effort to halt the demand for money. Stiffening of 
rates with the same object in view was resorted to by some 
companies. 

The influence of all this was immediate. The agents were 
compelled to tell the borrowers to wait until the loans could 
be disposed of, and the land-buyers found themselves with- 
out facilities for continuing the promising operations. 

To the banks the problem was of another sort. They 
had also been liberal in their accommodations, and as the 
demand increased many of the smaller institutions found 
themselves with too much money tied up in long-time paper, 
which in the congested condition of the market could not 
be readily negotiated. A backward spring made their com- 
mercial customers call for liberal accommodations, and in- 
stances were numerous where the banks themselves bor- 
rowed money with which to keep their supply of funds suf- 
ficient for the requirements of their business. The number 
of small banks in the West is remarkable, growing out of 
the prosperity of the agricultural sections and the desire 
of the farming communities to organize institutions that 
would not only give better facilities for business, but would 
return good profits in dividends. Through the Middle West 
the average number of families to each bank is 350. In 
some of the older settled counties it is as high as one bank 
to 300 families. The State of Iowa has a bank for every 
1,450 of its population. Naturally the resources of these 
small banks for financing a large number of operations of 
moment are limited, and it does not take many transactions 
of $5,000 each to absorb their surplus. 

Take a concrete instance of just what happened : A farmer 
in Iowa sold his farm for $15,000 and placed the money 
in the bank until he could find a new location. He went on 
a home-seekers' excursion to Texas; he travelled out into 
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Kansas and Nebraska ; he looked over the prospects in Okla- 
homa. While he was doing this his neighbor, the owner of 
two or three farms and with undoubted credit, went on a 
prospecting trip to Western Canada. There he found cheap 
lands that, in the light of the rapid immigration from the 
States, seemed likely to increase in value. He contracted to 
buy $15,000 worth and went back to his local bank to get the 
money. He gave his note, secured by a mortgage on one of 
his fine farms, and completed the new purchase. By this 
time the first farmer had found a farm in Central Kansas 
that suited him. It had twice as many acres as the one 
he had sold and was of as good soil and raised practically as 
good crops per acre. He drew a check on his home bank 
for $15,000 and paid for it. The local banker in Iowa, when 
the check came in, found that he had loaned that $15,000. 
It had gone to Canada. In its place he had a long-time 
note, perfectly good, but which was not readily negotiable. 
To pay the $15,000 check meant to reduce his surplus below 
the safety point. He sent to Chicago or New York and drew 
down some of his deposit in the reserve bank, or he bor- 
rowed on his own note with paper from his vault as security 
enough to keep his working funds intact. The money had 
been drained out of the Middle West; the reserve centres 
had suffered. This repeated in thousands of cases and in 
hundreds of banks meant a change in the financial conditions 
that could but bring sharp effect. It meant that there was a 
lessened ability to care for regular commercial operations 
and brought a tight money-market where sixteen months 
before had been most liberal terms. 

The realization came when the bank statement last winter 
showed that, while the national banks of New York had con- 
tracted their loans $72,000,000, the country as a whole had 
expanded nearly $462,000,000. This translated into a sum- 
mary of the condition meant that there had been going on 
a heavy loan movement in the interior, and naturally much 
of it was charged directly to the land movement. This was 
in the main correct, although other elements entered into the 
situation. It was, for instance, found that there had been 
a wide-spread purchase by farmers of what are classed as 
luxuries. The automobile had entered into their life. Coun- 
ties in the high plains country, where live only 10,000 per- 
sons, boast of 200 to 300 cars. To be sure, these are not 
high-priced motors — mostly the farmer buys machines that 
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sell at $1,000 to $1,500 each, but the number in the prairie 
States is astonishing. The largest market for this sort of 
product has for two years been in the Middle "West. Along 
with this have gone improvements of every sort, ranging 
from bath-tubs to pianos, books to phonographs. It has 
taken a great deal of money, and the farmer, looking at the 
increased value of his farm, considered himself able to ex- 
pand his possessions, borrowing money at the bank if needed. 
The interior bankers were two years ago in the position of 
loan brokers, seeking customers rather than acting as agents 
of accommodation. They invested in commercial paper be- 
cause the local demand did not utilize their loan fund. From 
that condition they passed to one in which all their loan 
fund was needed at home and the financing of industrial 
concerns was left to the East. 

It is one of the notable changes in the condition of the 
West that the small bank has become a large factor in 
financial affairs. For many years the farmer was the one 
individual to whom the West looked for its prosperity and 
for management of its business. Upon him everything seem- 
ed to depend, but as the small bank developed it placed in 
a prominent position in Western finance thousands of men 
whose attention was given entirely to the handling of the 
farmers' savings. In consequence they have become to a 
large extent the balance-wheel that maintains a steady con- 
dition for the financial situation. 

It was the banker who called a halt on the land specula- 
tion. The farmer himself had no idea in that direction. 
He was ambitious to extend his properties and acquire new 
holdings without considering what might be the effect upon 
business or the supply of money. The banker, however, 
realized that it would not do to keep up this inflation, and 
he demanded that the land-buyers use more caution. 

This feeling on the part of the bankers had a direct, posi- 
tive effect upon the land movement and called a halt in 
speculative land-buying. It did not, of course, immediately 
depress prices of real estate, nor is it probable that any 
such effect will take place over the West generally unless 
there should be a series of crop failures. 

The West bases its prosperity upon things much different 
from those that were counted of importance twenty years 
ago. The settlers in the early days figured their profits with 
very enthusiastic anticipations from productions secured 
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from a minimum of labor. It was believed that all the 
Western land needed was the most meagre cultivation and 
the planting of seed — the soil and the climate would do the 
rest. As a result there was a rush toward wheat and corn 
and every farmer tilled more acres than he could handle 
with thorough cultivation. When there came unfavorable 
seasons all his year's labor was lost and he found himself 
in debt for his living expenses. 

This, it was, that in the nineties drained deposits from 
the banks and made it impossible for the borrower to meet 
his obligations. In this lesson he learned that in order to 
succeed permanently he must understand how to farm. Deep 
ploughing and thorough cultivation, together with careful 
selection of seed, transformed his operations from guess- 
work to a semblance of science. Agricultural colleges and 
experiment stations added to his information, and new crops, 
such as alfalfa, speltz and kaffir corn, enabled him so to 
divide his sowing that in any average year he would be 
certain of at least an average income. This has gone on 
with a constantly increasing tendency in this direction until 
the Western farmer has to a degree mastered the art of 
agriculture, and even in years of insufficient rainfall he is 
practically certain of securing enough from his fields to 
support the family. In good years he makes a handsome 
profit. 

Because he has learned this he has ventured farther in 
the field of speculation than he would have dared to do in 
the earlier period of the West's history, while cheap money 
aided materially in his ambitions. He did not realize, nor 
did the banker comprehend, that it would eventually result 
in tying up a great deal of capital and that the money- 
supply could not always be maintained. 

This was exactly what happened and interest rates have 
been steadily climbing for the past two years. While it was 
once easy to obtain farm loans at five per cent., they have 
risen little by little until in the early summer of 1910 the 
leading insurance companies making a specialty of farm 
mortgages, raised their rates to seven per cent, in the Mid- 
dle West territory. This is the highest rate that has been 
charged on real-estate loans in that section of the country 
since 1894. 

The effect has been felt not only in the West itself, but 
naturally the Eastern reserve centres have found that their 
vol. cxcu. — no. 661. 48 
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customers in the prairie States have needed a much larger 
portion of their surplus than formerly. Bank clearings have 
grown to notable proportions. 

The "Western cities that handled the business of the in- 
terior have shown such increases as have astonished the 
bankers of the East. This has come not alone from the 
large number of transactions, but because it takes a great 
deal more money to handle the West's products than ever 
before. A milling company that could handle 60,000 bushels 
of wheat with $30,000 a few years ago needed, under the 
new conditions, $60,000. Every check given to the farmer 
for his wagon-load of grain was double the amount paid 
for the same quantity a decade since. 

This, of course, was taken as a remarkable evidence of 
Western prosperity, and in a sense it was so, but it all 
tended toward a rapid expansion of figures and the heaping 
up of financial burdens. Western trade did not increase in 
the same proportion as the farmers ' income. Following the 
depression of 1907, there was a waiting period of nearly two 
years during which the country merchants bought with great 
caution, and not until 1909 did they get back to their normal 
purchases. 

Out of all this the conservative bankers have awakened 
to their part in maintaining a stability of conditions. They 
have realized the need of caution and the preparation neces- 
sary. The comprehension of the function of the small bank 
as a regulator of finance has come to them in a constantly 
increasing degree, and they have learned how, by a some- 
what conservative action, they can regulate speculative tend- 
encies and modify financial conditions. The day has passed 
when the customer can dictate to the bank, and the small 
Western bank is beginning to dictate in a helpful way to the 
customer. This brings to the situation a large conservative 
force whose influence is certain to be valuable. 

The constant menace that hangs over agricultural com- 
munities is that of the possibility of shortened crop years. 
It is recognized that any material decrease in the farmer's 
income will be directly felt by the finances of the bank and 
thus react upon the general prosperity of the country. 

It is unlikely that there will ever be so serious a period of 
crop failure as occurred two decades ago, because the farmer 
understands better how to till his land and what crops to 
grow. Diversified agriculture and stock-raising are going 
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hand in hand to maintain a high average of annual income, 
and this is the strongest feature in the land situation of the 
West. The three great booms that have affected land sales 
during the past five years have all settled down to a more 
moderate course. 

The Texas land movement has subsided into a steady im- 
migration of actual settlers and has lost a great deal of its 
purely speculative feature. In the older settled sections of 
the Middle West the land values are too high for the prom- 
ise of immediate profits in reselling. The movement to 
Western Canada continues with unabated force and will do 
so while the vast areas of rich wheat lands continue to 
beckon the settler and the investor. It is, however, based 
upon an outlook for liberal crop returns, and settlers will 
long continue to seek the fields of the Dominion. 

On the whole, the land movement has assumed a much 
more substantial and sane basis and one which gives less 
concern to the banking interests, though it has not yet re- 
turned to the complete normal condition that bankers desire. 

The good prices for crops of all kinds if maintained will 
rapidly accomplish this, and if the banking interests and the 
loan companies maintain their present plan of conservative 
action and discourage speculation in every form there ought 
soon to be a modification of present financial conditions. 

This is the encouraging feature in the West's financial 
progress, and if it works out it will be a tribute to the good 
sense of the managers of finance in the agricultural States. 
No reason exists for some pessimistic and fearful predic- 
tions that have been made regarding the future. The West 
is exceedingly prosperous and exceedingly intelligent. While 
it has, perhaps, indulged in some risky undertakings and 
has been free to borrow liberally when it saw a profit in so 
doing, it has never lost sight of the fact that it has a real 
basis of steady income that with care will meet its obliga- 
tions and return its financial affairs to a normal condition. 

Never in its history was there a time when it had so 
sound a financial situation. The West is too far advanced 
and too thoroughly familiar with its possibilities to under- 
take any endangering enterprises. With a rich soil and with 
a people that has thoroughly mastered many of the most 
serious problems in crop production, it needs only time and 
good judgment to work out a satisfactory solution. 

Chables Moebau Habgek. 



